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Annual Meeting 



Annual Meeting of shareholders will be held on Thurs¬ 
day, April 21, 1966, at 10:30 A.M. at the offices of the 
Company, 3740 Bellevue Avenue, Detroit, Michigan. A 
proxy statement and proxy are enclosed with this annual 
report. May we request that you mail your proxy 
promptly if you do not plan to attend the shareholders’ 
meeting. 
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TO OUR SHAREHOLDERS 


In this, the first Annual Report of Associated Brewing Com¬ 
pany since the merger with Drewrys Limited U.S.A. Inc., which 
became effective December 31, 1965, you will find a state¬ 
ment of the 1965 operations of the merged companies on 
a combined basis and of your Company’s financial condition 
after consummation of the merger. 

In the past year the merged companies together showed 
net income amounting to $589,998 or the equivalent of 
$.46 per share on the common stock presently outstanding. 
The total cash flow of both companies for 1965 amounted 
to $2.63 per share. 

Your Company has entered 1966 in a sound financial 
position which -has been strengthened as a result of the 
merger. Working capital increased to a total of $14,485,503 
with a ratio of current assets to current liabilities of 2.4 to 1. 
Shareholders’ equity amounted to $27,013,670 which is 
equivalent to $21.14 for each share of common stock pres¬ 
ently outstanding. 

At the first meeting of the new Board of Directors, follow¬ 
ing the year-end merger, a dividend of $.10 per common 
share for the first quarter of 1966 was declared. The first 
regular quarterly dividend was paid to shareholders on 
February 25, 1966. 

The brewing industry today is undergoing one of the 
most competitive periods in its history. This is the result 
of the introduction of new products, packaging changes, mar¬ 
keting innovations and the pricing and advertising policies 
of the larger brewers. Accordingly, it is necessary for a com¬ 
pany to be strong financially, to have vigorous and resource¬ 
ful management and to operate economically and efficiently 
at all levels in order to compete and survive in this business 
climate. 

With the firm conviction that we now have what is required 
to ensure growth and success in the future, management 
will confidently meet the challenges and opportunities of 
the coming year. 



George K. Bissell 

Chairman of the Board 



Herbert S. Epstein 

President 










ASSOCIATED BREWING COMPANY AND SUBSIDIARIES 

CONSOLIDATED BALANCE SHEETS, December 31, 1965 and 1964 



1965 

1964 

assets: 



Current assets: 

Cash. 

$ 3,462,983 
4,774,800 
5,716,870 

2,456,778 

7,049,671 

1,621,795 

25,082,897 

28,937,824 

770,106 

54,790,827 

$ 2,959,079 
4,257,740 
5,248,336 

2,283,344 

7,051,402 

1,179,356 

22,979,257 

133,465 

30,390,498 

77,833 

53,581,053 

Investments, at cost (approximates market) plus accrued interest. 

Accounts and notes receivable, net. 

Inventories: 

Beer and ale, at average cost. 

Materials and supplies, at lower of cost (first-in, first-out) or market 

(Note B). 

Prepaid expenses. 

Total current assets. 

Notes receivable, noncurrent. 

Property, plant and equipment, at cost, less, accumulated depreciation 

Deferred charges, net of amortization. 

Total assets. 

liabilities: 



Current liabilities: 

Current maturities of long-term notes (Note C). 

Dividends payable. 

Accounts payable 

1,595,000 

5,423,200 

3,264,214 

1,205,000 

162,049 

3,990,625 

2.786.518 

217,408 

300,919 

8.662.519 
17,077,500 

226,712 

673,641 

26,640,372 

Accrued liabilities. 

Federal taxes on income. 

Customers’ deposits on kegs and pallets. 

Total current liabilities. 

Long-term notes (Note C). 

Other long-term obligations. 

Federal income taxes due in future years . . 

Total liabilities. 

314,980 

10,597,394 

15,482,500 

776,854 

920,409 

27,777,157 

stockholders' equity: 



Common stock, $1 par (Notes A, E and F): 

Authorized—2,500,000 shares 



Issued—1,277,966 and 1,266,929 shares, respectively 

Additional paid-in capital (Note A) 

1,277,966 

9,905,450 

15,830,254 

27,013,670 

$54,790,827 

1,266,929 

10,078,400 

15,595,352 

26,940,681 

$53,581,053 

Earnings retained for use in the business 

Total stockholders' equity 

Total liabilities and stockholders' equity 

2 The accompanying notes are a part of the financial statements. 




































































CONSOLIDATED STATEMENTS OF INCOME 



1965 

1964 


Sales . 

$131,211,342 

$128,757,705 


Less, Federal and state excise taxes 

49,277,886 

48,547,034 



81,933,456 

80,210,671 


Cost of sales . 

57,449,375 

54,917,130 



24,484,081 

25,293,541 


Marketing, administrative and general expenses. 

22,993,541 

22,630,463 


Income from operations after provision for depreciation of 




$2,481,672 in 1965 and $2,302,855 in 1964 

1,490,540 

2,663,078 


Other deductions, net of other income 

618,042 

576,930 


Income before income taxes 

872,498 

2,086,148 


Provision for federal income taxes (Note D) 

282,500 

772,000 


Net income for the year. 

$ 589,998 

$ 1,314,148 


The accompanying notes are a part of the financial statements. 
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CONSOLIDATED STATEMENTS OF ADDITIONAL PAID-IN CAPITAL 



Balances, January 1, as reported: 

1965 

1964 


Associated Brewing Company . 

Drewrys Limited U.S.A. Inc... 


$ 5,282,036 

3,355,496 

972,293 


Pooling adjustments (Note A). 



Combined balances, January 1 

$10,078,400 

9,609,825 


Excess of fair market value of common stock issued in connection with 
the acquisition of the net assets of Sterling Brewers, Inc. over par 
value of the shares issued. 


472,180 


Par value of shares of common stock issued in connection with Hampden- 
Harvard acquisition (Note E) 

(11,037) 

(3,605) 


Costs incurred in connection with merger of Drewrys Limited U.S.A. Inc. 
with and into Associated Brewing Company 

(161,913) 



Balances, December 31 . 

$ 9,905,450 

$10,078,400 


The accompanying notes are a part of the financial statements. 
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CONSOLIDATED STATEMENTS OF EARNINGS 
RETAINED FOR USE IN THE BUSINESS 


Balances, January 1, as reported: 

1965 

1964 


Associated Brewing Company. 


$ 5,978,524 


Drewrys Limited U.S.A. Inc. 


8,436,496 


Combined balances, January 1. 

$15,595,352 

14,415,020 


Net income for the year. 

589,998 

1,314,148 


Special credit arising from tax loss carry-forward. 


275,000 



16,185,350 

16,004,168 


Cash dividends per share: 




Associated Brewing Company, 1964—$.25 (on new share basis) 


(162,049) 


Drewrys Limited U.S.A. Inc., 1965 and 1964—$.40 

(251,903) 

(246,767) 


Loss on sale of idle facilities, net of related tax reduction. 

(103,193) 



Balances, December 31. 

$15,830,254 

$15,595,352 


The accompanying notes are a part of the financial statements. 
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CONSOLIDATED STATEMENT OF CHANGES IN WORKING CAPITAL 



Working capital, January 1, 1965. 

Additions to working capital by source: 


$14,316,738 


From operations: 




Net income for the year. 

$ 589,998 



Add, Items charged to income which do not affect working capital: 
Depreciation of fixed assets. 

2,481,672 



Federal income taxes deferred to future periods 

295,500 



Total derived from operations. 

3,367,170 



Proceeds from sales of fixed assets, net of gains included in income . 

437,893 



Total additions to working capital. 

3,805,063 



Disposition of working capital: 




Additions to property, plant and equipment. 

1,618,816 



Decrease in noncurrent portion of long-term notes. 

1,595,000 



Dividends paid. 

251,903 



Merger expenses. 

161,913 



Changes in other noncurrent items. 

8,666 



Total disposition of working capital. 

Increase in working capital. 

3,636,298 

168,765 


Working capital, December 31, 1965. 


$14,485,503 


The accompanying notes are a part of the financial statements. 
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NOTES TO FINANCIAL STATEMENTS 


Note A: On December 31, 1965, Associated Brewing Com¬ 
pany and Drewrys Limited U.S.A. Inc. completed a statutory 
merger with Associated Brewing Company as the surviving 
corporation. Pursuant to the merger agreement common 
stock has been exchanged on the following basis: 



Stock 

Previously 

Outstanding 


Shares of New 

SI Par Value 
Associated 
Brewing Company 
Common Stock 
Issued 


Par 

Value 

Number 

of 

Shares 

Exchange 

Ratio 

Associated 

$i 

1,620,487 

1 for 2 »/ 2 

648,194 

Drewrys 

$i 

629,772 

1 for 1 

629,772 


The excess of par value of stock of merged companies over 
par value of new shares issued, $972,293, has been credited 
to additional paid-in capital. 

The merger has been accounted for as a “pooling of inter¬ 
ests”; consequently, the financial statements include the 
combined results of operations of Associated Brewing Com¬ 
pany and its subsidiary and Drewrys Limited U.S.A. Inc. 
and its subsidiary for the year ended December 31, 1965. 
The financial statements for 1964 have been restated to 
include the pooled companies on a comparable basis. 

Note B: Customers’ deposits on bottles and cartons 
amounting to $2,763,661 and $2,884,101 as at December 
31, 1965 and 1964, respectively, have been deducted from 
the related inventory accounts. 


Note Cl Long-term notes at December 31, 1965 consisted 
of: 



Amounts 

Due Within 

One Year 

Amounts 

Due After 

One Year 

Note payable to bank at 5 5 /s% . 

$ 640,000 

$ 4,960,000 

5V2% Senior notes. 

500,000 

5,500,000 

6% Series A subordinated notes 

215,000 

2,355,000 

5 7 /a% Series B 

subordinated notes. 

215,000 

2,355,000 

5% mortgage payable, due 
February 1, 1969. 

25,000 

312,500 

Totals. 

$1,595,000 

$15,482,500 


The note payable to the bank is due July 1, 1974. Fixed 
quarterly payments of $160,000 plus interest on the unpaid 
balance are required. 


The Senior, Series A and Series B Notes are due October 1, 
1977. Fixed annual payments of $930,000 and additional 
principal payments of one-half of annual consolidated net 
earnings in excess of $1,500,000 are required. 

The note agreements require the Company (1) to maintain 
consolidated working capital of not less than $11,000,000 
and (2) to limit the total cash dividends, purchases of its 
own stock and certain payments on term debt to consolidated 
net income accumulated subsequent to December 31, 1964 
plus $1,000,000. The amount available at December 31, 
1965 for such purposes was $1,123,095. 

Holders of the Series A Notes hold warrants to purchase 
30,000 shares of common stock at $16 per share until 
October 1, 1972. 

Interest on long-term notes was $991,431 in 1965. 

Note D: The provision for federal income taxes has been 
reduced, and net income increased, by approximately 
$109,000 for 1965 and $196,000 for 1964 as a result of 
the use of available investment credits and net operating 
loss deductions arising in prior years. The amount of such 
unused tax reductions available for use in future years is 
approximately $200,000. 


Note E ! Under the plan of acquisition of Hampden-Harvard 
Breweries, Inc., the Company is committed to deliver up to 
24,000 shares of its common stock at a rate proportionate 
to Hampden-Harvard's net income (as defined) accumulated 
after October 1, 1961 and prior to December 31, 1971. As 
at December 31, 1965, 14,642 shares were issued. In 1965, 
based on Hampden-Harvard’s net income for 1964, 11,037 
shares were issued and the par value of such shares, 
$11,037, was transferred from additional paid-in capital 
to common stock. Under the plan, the remaining 9,358 
shares are to be issued on or before February 21, 1966, 
based upon 1965 earnings. 


Note F: Under the terms of various stock option plans, 
69,600 shares of the Company’s common stock were re¬ 
served for issue to management employees. At December 
31, 1965 such employees held options to purchase 44,800 
of those shares at prices from $12.1875 to $14.67 per share. 
Of the options outstanding, 14,540 were exercisable at 
December 31, 1965. No options were exercised during the 
year, and all options expire after five to eight years from 
the date of grant. 



























AUDITORS' REPORT 


Lybrand, Ross Bros. 6 c Montgomery 

Certified Public Accountants 


IN AREAS Or THI WORLO 


To the Board of Directors and Stockholders of 
Associated Brewing Company: 

We have examined the consolidated balance sheet of 
Associated Brewing Company and Subsidiaries as at December 31, 

1965 and the related consolidated statements of additional paid-in 
capital, earnings retained for use In the business and Income for 
the year then ended. Our examination was made In accordance with 
generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing 
procedures as we considered necessary in the circumstances. We 
made a similar examination of the financial statements for the 
year 1964, which have been restated to give effect to the merger 
of Drewrys Limited U.S A. Inc. with and into Associated Brewing 
Company, as described in Note A to the financial statements. 


In our opinion, the accompanying balance sheets and 


statements of additional paid-in capital, earnings retained for 
use in the business and income present fairly the consolidated 
financial position of Associated Brewing Company and Subsidiaries 
at December 31, 1965 and 1964 and the consolidated results of 
operations for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 


We have made a similar examination of the accompanying 


consolidated statement of changes in working capital which, in 
our opinion, when considered in relation to the basic financial 
statements, presents fairly the changes in working capital of 
the Company and Subsidiaries for the year ended December 31, 1965. 
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